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2 
= iN THE MATTER OF THE SECURITIES ACT 
4 AND IN THE MATTER OF ATLANTIC ACCEPTANCE CORPORATION 
5 LTD. 
6) eee penne ee 
7 
8 
9 Examination of GEORGE PURVIN, pursuant 
10 to the Order of the Commission dated the 10th day 
11 of November, 1965, and the Consent of the Attorney- 
12 General for the Frovince of Ontario dated the 27th 
13 day of July, 1965, held in Room 201, 454 University 
14 Avenue, Toronto, Ontario, on the 3rd day of 
15 February, 1967. 
16 
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18 


19 PRESENT: 
20 C,Angus, Ontario Securities Commission, 


71 A.E, Shepherd, Q.C., Royal Commision on Atlantic 
Acceptance Corporation Limited, 


_G,. Purvin, Witness, 
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---Commencing at 10.40 a.m:- 
GEORGE PURVIN, called 


EXAMINATION BY MR. ANGUS: 





Q. Just for the record, what is your 
name sir? 

A. George Purvin, 

---Witness sworn, 

Q. Mr. Purvin, this hearing is being 
held pursuant to an Order issued by the Ontario 
Securities Commission on the 10th day of November, 
1965, a duplicate of the original of which I am 
seadmeise to you and a copy of which I will Leave 
with you for your records, 

The Order will be Exhibit l. 

---EXHIBIT NO, 1 -- Order of Ontario Securities 
Commission dated 1Oth November, 
1965. 

The Order was issued pursuant to the 
consent of the Attorney-General of the Province of 
Ontario, a duplicate copy of which I am producing to 
you, and a copy of which I will give to you for your 
records, 

The Consent will be Exhibit No, 2. 
---EXHIBITNO, 2 -- Consent of Attorney-General of 

Ontario. 

Mr. Purvin, 1 see that you are present 
voluntarily, and I thank you for coming. I think 
you do not have Counsel with you, but I would like 
to point out to you at the outset that if you 
desire to have Counsel, either now ar at any time 


during the examination, if you would please let us 
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know we will certainly be pleased to assist you by 





arranging for an adjournment. 


A. 


Counsel, 


de 


Order or the 


Bin 


No, there is no need for me to have 


Do you have any questions about the 
Consent? 
NO sir, 


i think, for convenience sake, 


perhaps Mr. Shepherd could more intelligently 


discuss this problem with you than myself. 


BD» 


‘ed, @ 


Mr, Shepherd, 


be 


Yes, 


Then I will turn over the hearing to 


Very good, 


EXAMINATION BY MR, SHEPHERD: 


Qe 
A. 
Long Island. 
Qe 


Ae 


A. 


Qe 


Mir. Furvin, what is your address? 


16 Entrance Road, Roslyn Heights, 


And what is your present occupation? 
A school teacher. 

Where do you teach? 

Manhasset High School, 

Is that also in Koslyn Heights? 

No, that is in Manhasset, Long Island. 


In the course of your business career 


were you in the typewriter business? 


Bié 


Qe 


That is correct. 


Over what period of time? 
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A. From 1945 through the end of 1960, 


Y to ascertain the date, I show you a 
letter dated 9th October, 1961, addressed to you and 
Signed "Jack Tramiel", 

Ae Yes. 

Q. On which is stamped “Royal Commission, 
Exhibit 2144", 

Ae Yes, 

Q. Would that be approximately the date 
at which you ceased to be in the typewriter business? 

A. That is the date that I left this 
particular aspect of the typewriter business, but for 
another year after that I was Sales Manager of 
Shipman Ward Typewriter Co, 

Q SO your career in the typewriter 
business would have ended then approximately in 1962? 

A. Yes. 

@e When did you first meet any one of 
Messrs. Morgan, Tramiel or Kapp? 

Aen (L PTiret pee. meeting Jack Tramiel in 
the office of a man named Jerry Bronstein of 
typewriter Sales Company in New York City. 

Q. tn about what year? 

A. The late fifties. 

Q. And did you subsequently come to be 
associated with Mr. Tramiel in business? 

A. Yes, 

Q- About what year was that? 


A. It must have been about 1959 -- it must 
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have been in 1959, 

Qe What business were you then operating? 

Ae Well, I had two companies: One of 
them was the old family company, superior Typewriter 
Company, Incorporated, aii we, that is my brother 
my father and myself, also organized a company called 
Harald Syuare Business Machines, the function of 
which was to operate leased departments in department 
stores; chat is, we would undertake the 
responsibility of using their space to sell type- 
writers in their name. Now they would get a 
percentage of the sales, and we would get the balance, 
and we would pay all of the costs and expenses. 


Fs 


ie Were you the sole owner of Superior 


Ce 


Typewriter? 

A. No, Wy twother and I were partners in 
that company. 

&e then what. discussions took' place 
leading to your association with Messrs. Morgan, 
tramiel or Kapp, or any of them, in connection with 
the two companies you have just named? 

fe Well, the oenapae of it was, first on 
the basis of buyer and salesmen. They were selling 
me Commodore portable typewriters for sale at Macy's, 
the sales went quite well, and when that sort of 
thing happens, the personal relationship becomes ---- 
at least, you have a chance to meet more often and 
discuss things more often, end I had the thought that 
i might like to distribute that Commodore portable 


typewriter in the United states, and said so to Mr, 
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Tramiel and Mr, Kapp on a number of occasions, 

Qe Les? 

A, Subsequent to that I met Mr. Morgan 
and Mir, Kapp. ‘That was the first time I had met 
Hr. Morgan, We had dinner that evening, and I 
Outlined my thinking as far as distributing the 
Commodore portable machine. In the course of the 
conversation I pointed out that I felt inadequate to 
the job of running this leased department in the 
branches; the sales volume was SOlng up and up and 
i was not making any money, 

%e Was this meeting in New York? 

A. Yes, it was in New York. 

&e And what did Mr. Morgan contribute tO 
the discussion? 

A. iI recall him mentioning that he 
thought it was very wasteful for me to be sitting 
there doing bookkeeping and writing commission 
cheques, and that this matter of inventory, inventory 
control and details of that sort should be done by 
other people and not by myself. I don't recall, of 
course, all of the give-and-teake in the conversation, 
but I think we both left dinner that night with the 
feeling that it would profit all parties to agree on 
some type of combination, 

we Were your companies facing some 
financial difficulties at the time? 

4A.’ Well, my father had personally dniivbwea 
~- Was personally endorsed for the liabilities of the 


Company, and he would have had substantial amounts to 
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make good on any of the liabilities; but, needless 
to say, it was an unhappy situation, if you are not 


making money and your father is going to have to make 


good on debts. I don't have to elaborate. braid 


not like that picture too well. There was also a 
certain amount of friction at that time between my 
father and myself relative to policies and other 
matters, It appeared to me at the time that UF cE 
could eat the —— assistance, Seuss 

Mx. Morgan's financial backing for Mr. William 
Purvin's financial backing, LAghidabo.the inventory, 
the old inventory, in this new expanding Company, 
that all parties would benefit, I would come out with 
e good new business, my father would be relieved of 
any shiideiatcbanie that he had in the past, and Lt 
could be a very good future for me. 

< What arrangement ultimately was made 
then? 

Ae Well, my brother did not want to go 
along with the idea. He owned as much stock in the 
Company as 1 did. I.came to Toronto and met with 
Mix. Morgan and Mr. Tramiel, and I suggested to them 
that 1 could probably get rid of his interest for 
925,000. It was agreed to lend me the $25,000 on a 
note to satisfy my brother's interest, and then we 
could proceed with the negotiations. 

Q. Yes? 

A. The nature of the negotiations was 
that we were going to take Superior Typewriter Company 


and Harald Square Business Machines, combine them 
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in a new corporation called "Harald superior 
Business Machines Incorporated”, It may have had 
another name before that. Jl believe a Mr. Wagman 


came up with some neme, and then we decided on 


Harald Superior, in any event. Another Corporation 
would be formed called Commodore Business Machines, 


which would handle all the new equipment, that would 





be the new Commodore portables and any other machines 


that Mr. Tramiel would be able to acquire in the 
course of business. He had a —— of irons in 
the fire, as it were, 

ce Was Harald Superior going to sell 
reconditioned machines? 

A. Harald Superior was to sell all used 
equipment, primarily standard office machines, 
electric typewriters, adding machines and 
calculators, That was the business that Superior 
Typewriter Company had been in. 

@, Yes? 

A. We had a shop where we reconditioned 
them, and we had been in business for many, many 
years, and had many dealer accounts throughout the 
country. Of course, we would hope to use those 
dealer accounts also to sell the new equipment of 
Commodore Business Machines as well. 

Q Then what interests were the various 
parties to have? 

A. I was to have 50% in each of the 


Companies, and Kapp and Iramiel together were to 


have 50% interest in the Companies. I do not know 
This} page generously brought to you by Richard Beno 
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whether their interest was sana’, or what their 
own arrangements with each other were, but they 
together, as a unit, were to have 50%. 

Q. is this the way it was in fact done, 
or did Commodore Portable Typewriters take the 
50% which you have attributed to Messrs. ‘Tramiel 
and Kapp? 

A. Iam trying to remember the original 
contract entered into. Just in memory I do recall 
the names Kapp and Tramiel appearing in this 
contract. 

Q As individuals then? 

A. Yes, 

Qe Ultimately, in some manner did 
Commodore Portable ‘ypewriters acquire the 50% 
interest which you did not ow? 


A. Yes. 


ee Lt take it that no money changed hands 


by way of purchase price, but that you gave up 50% 
of Harald Superior and received 50% of Commodore 
Business Machines Incorporated? 


A. That is correct. Now part of the 


agreement was that Harald Superior --- well, we will 


start with Harald Superior. Harald Superior would 
take the inventory of the old Superior Typewriter 
on a consignment basis, market that inventory for 


what it would bring, liquidate the accounts 


receivable for what they would bring, and would pay 


off the liabilities of the old Company. 


Q. Yes. Who thereafter ran Harald 
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Superior? 

A. Jack Tramiel and I were co-managers, 
and Manny Kapp stayed in Toronto, 

Qe Who managed Gownesene Business Machines 
Incorporated? 

Ae Well, I had the major hee ak oy 
for those retail stores, but certainly Mr. Tramiel 
Was active in the management and, to a very large 
extent, he did all of the foreign buying, and did 
the buying, together with me, from the domestic 
manufacturers in the United States, 

Q. When you say "retail stores" do you 
refer to the leased departments in the department 
stores? 

A. Yes, I am referring to the leased 
departments, that is correct, 

Q Were these leased departments primarily 
in Macy's stores? 

A. Well Macy did the bulk of the business, 
that was the big gun there, but there was Litt 
Brothers in Philadelphia, and we had had a number 
of other single department store sales. They would 
be one-time deals in which an ad. would be run, we 

would supply the inventory and then we would just 
clear out after a week and have an accounting, and 
the store would get a percentage and we would eet the 
balance. We ran a large number of these sales through- 
out the country. 

w Lo Il take it the used machines were sold 


through your dealer contracts throughout the United 
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States? 

hve Yes, but we also sold used machines 
through the department stores too. We sold rebuilt 
typewriters and at that time I was supplying rebuilt 
typewriters for Sears-Roebuck in the United States, 
Any orders.in the East used to be sent to mé and I 
would what we call “drop ship" thosé machines tp 
retail customers. 

Q. To give some idea of the scope of the 
business about which we are speaking, approximately 
what would have been the aggregate sales of Harald 
Square and Superior Typewriters before the amalgamation, 
annually? 

A, IT was doing at that time about a 
million and a half in total sales. 

Q. What machine or machines were 
Commodore Business Machines Incorporated selling? 

A, At that time it was just the 
Commodore portable typewriter. 

Q, Where did that machine originate? 

A. My understanding was that the 
machines originated from Czechoslovakia, were shipped 
dis-assembled, and here in Toronto they had a place 
where they would re-assemble them, stamp them "Made 
in Canada" and sell them. 

O. From whom did you have your 
understanding as to what the arrangement was? 

A. I don't quite understand. 

Q. Who told you that the machines came 


from Czechoslovakia? 
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1 A. Me Tramiel did. 

2 Q. Yes, and who, according to your 

3 understanding, -had negotiated the arrangements with 

4 the Czechoslovakian supplier? 

5 A. Oh, that was Mri Tramiel’s deal. 

6 Q. Do you know from conversations whether 
7 Mr Morgan had ever been in Czechoslovakia? 

8 A, Well, in conversations with Morgan 

9 later on he had mentioned to me that he had made a 

10 trip with Jack to Czechoslovakia, 

11 Q. I take it that your association with 
12 these men began about the year 1959 and ended about 

13] the end of 1961; is that correct? 

14 A. Yes, 

15 Qs During the course of your dealings with 
16 them were relations always amicable between you, or 


17 were- there differences? 


18 A. Between myself and Mr Morgan, or 
19] between myself ------ ? 
20 + Fae ay Well, let us have them each in turn. 


ai What about Mr Morgan? 

22 A. Our relationship was always amicable. 

23|| He was a very charming man and he was very good to me 

24 inoa certain respect which I should mention about now. 

25| Shortly after we re-organized the companies I left 

26 the office, the warehouse, on a Friday night, and 

27|| when I came in on the following Monday morning $60,000 woth 
28 of portable — were gone, —— was a 

29| burglary of $60,000 worth of portable typewriters, 


30 which put my previous companies under very severe 
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financial stress, 
Q. Were these typewriters which belonged 
to Superior Typewriters? - 
Ay They were machines -- if you want me 


to deseribe their actual ownership at that time, they 
were on consignment to Commodore Business Machines. 
They were the old inventory of Harald Square Business 


Machines, and since the burglary took place on -- 


I still remember the date -- August Sth ..... 
Q. LODS9? 
A, 1960, 
Q. Yes? 
A, T had just brought in large quantities 


of machines to prepare for the back-to-school 
business, so the inventory was very heavy, ~and it 
led to a great many repercussions, just the burglary 
itself. The manufacturers were very concerned, 
and Mr Morgan went out of his way to meet with these 
people, together with me, and helped satisfy them 
not to worry, that the business was going ony and he 
was personally very helpful to me, 

Gx! Without going into all the detail, 


under the arrangements which existed on whom did the 


toss fall? 
A. Me. 
G. It did not fall on Harald Superaor? 
A. No, because this inventory, according 


to the original agreement, was on consignment to the 
firm, meaning that as it was sold the new companies 


would actually acguire it, and not the former, 
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Q. Whose warehouse was it ? 

A. It was the actual place of operation 
of Harald Superior at Hubert Street in New York City, 
on the eleventh floor. 

Q. But I take it that whatever arrangement 
existed oe you, the inventory was at the risk of 
yourself, is that correct? 

A, Myself, yes, that is -correct. 

Qy What bulk are we talking about when 
you speak of $60,000 worth of typewriters? 

A. They were mostly Royal portables of 
the best tyee that were taken, and they had cost me 


at the time about $80.00, so to do the arithmetic 


CHES 5 is bars 
Q. You are speaking of 750 machines? 
A, I think the total gone were 800 machines. 
Q. That would be a truckload? 
A, They didn't have room in the trailer 


to take the last load down that was lying on the 
platform on a skid. They broke in, re-activated the 
elevator, and just took the elevator up, put the 
machines on skids and moved them out -- and the New 
York City Police Academy was directly across the 
street! 

Q. Did anyone ever learn who the burglars 
were? 


A. Well, because of the size.of the 


burglary, the F.B.I, sent an agent in there, and I 


had many conversations with him. We published the 


list of serial numbers, and disseminated it all 
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through the United States, and he picked up two men 
and thirteen machines, These men were tried and 
sent to prison, but they would not reveal where they 
had got the machines from, The man in charge of the 
investigation suggested to me that this was a 
wholesale operation, that this was a professional 
job. However, the nature of the burglary was such 
that it would have been impossible without there 
being somebody perhaps who worked for me in there 
who had lined the thing up. All of my employees 
took lie detector tests and nothing much ever came 
af it. The only break that could have come is 
if these two people who were apprehended would have 
given more information. They were offered something 
from the Brooklyn District Attorney if they would, 
and they would reveal no information. 

@), 6 Then what part did Mr Morgan play in 
the operation of the two companies to which you refer? 

A. In his own words, in Mr Morgan's 
own words he wore two hats. He always used to valk 
about his two hats. He would sometimes put on one 
hat, and in that capacity he was the head of an 
organization lending money, interested in interest 
and in the security of the money loaned. Then 
sometimes he would take off that hat and put on his 
hat as a member of the Board of Directors of our 
company, and to use the expression that kids’: 
nowadays use, he was the Big Daddy of the company. 


Whenewer any friction developed wetween Jack Tramiel 


and myself, he would sort of act as mediator and say 
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"Come, come boys, let's calm down" sort of thing. 
That is the nature of the relationship. Whenever 
we needed merchandise, needed money, then Mr Morgan 
would come forward and supply it. 

Q. Do I understand that throughout your 
association with,!r Morgan the relationship was an 
ee one with him? 

A. yes, indeed it was. 

Qe Let us turn to Mr Tramiel. What was 
the nature of your relationship from time to time with 
him? 

A. Well, that is a very difficult question 
to answer, because, you know, you have a relationship 
with a person on many different levels, and when you 
are closely associated as we were in the same little 
office, he could be, and is, very charming; there 


are times you could very much like him and times you 


could very much dislike him. On a personal basis 


I can say that on my part I never felt any bitterness 
or animosity towards Jack, but to speak frankly I 

got this feeling from time to time, that he was 
irresponsible. 

OQ. What was the nature of the difference 
of view which existed between you respecting business 
as a result of which you considered he was sometimes 
irresponsible? 

fA. Well, he would make decisions involving 


expeditures of a great deal of money without a profit 


and loss statement in mind, He would do these things, 


hire somebody, agree to pay for something, set off on 
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a programme which I felt the financial structure of 
the company was incapable of supporting, and mostly 
from time to time it seemed to me that if he would 
just take a pencil and paper and add up the cost 
and expense as against possible profit, that his 
decisions made no sense arithmetically, and that to 
me is being irresponsible. 

Qe Can you give a concrete example so 
that we might better assess it? 

A, Well, part of the assets of the old 
Superior Typewriter Company included an account 
receivable, or two accounts receivable, one in 
Mexico City and one in Guadalajara. I went to 
Mexico to attempt to liquidate those accounts 
receivable, either by taking back inventory or 
getting what I could get. On my return, the Macy 
operation for the month of June was already an 
accomplished fact, and when I opened up the Macy 
statement which detailed the sales, returns, salaries 
and all of these items, the one item that caught my 


eye was an expenditure of $9,000 for retail 


advertising. 
Q. For the month? 
A, For the month of June alone. 
Q. 19619 
Ay 1960 -- 1961, yes that is right. We 


had had a number of conversations in which I had 
pointed out what were the limits that could be spent 
percentagewise to sales for salaries, for trucking, 


for all of the costs that went into the operation, 
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and based on those figures, to spend $9,000 on 
advertising in the month of June would require a 
sales volume of $180,000 of retail sales in June to 
justify that expenditure; and it would have been 
virtually impossible, based on the normal June business 
which could be done, to anticipate a sales volume of 
¢180,000. This to me would be like spending two 
dollars to make one; that at its very best we 
would have to lose money, and I was very angry. 

Q. Did the volume of sales rise for 
that month? 

A, Yes; it would have to, with $9,000 
worth of advertising. 

Q. Was there in fact any profit? 

A. No, we had -- I don't remember the 


amount of the loss but there was a solid loss that 


month, 

Q. Did Mr Tramiel state why he had taken 
this step? 

A, I don't recall specifically his actual 


answer, but I do remember that nothing that he said 
made any sense in terms of my own observation as 
to the relationship between advertising and sales. 

Q. Ts this an isolated example of an 
apparent concern with volume as opposed to profit, 
in your opinion? 

A, No, There were a number of other such 
decisions made, He had gone to Europe and picked up 
a very good.adding machine called the Quick Adding 


Machine, and no sooner did he consummate that deal 
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1 than he began to form an elaborate plan, including 

2| the hiring of a cast-off Remington salesman as 

3| manager, to do a vast business in these machines 

4] all through the country, and wasn't prepared, didn't 

5| even care to talk about how much we would be spending 
6] for how much we would sell. His response at the 

7| time was that we would have to sell a lot of these 

8| machines, and this is the way we have to sell them, 

9 In that case as well -- well, I am not infallible 

10| but I have had some experience in that business with 


11 the dealers and with sales potential. T felt I 





12 could make some judgment on it. Perhaps I may have 
13 been a little over-conservative, but based on my own 
14 judgment, what he was planning to do, to buy, to 

15 offer for sale and to sell, was not in line with what 
16\|| the sales possibilities were for a company like our 
17 own. We were, remember, not a major manufacturer 

18 or a major factor in the office machine business in 


19 the United States. 





20 Q. Are you saying that in your judgment 


21 the proposed method of dealing could not be profitable? 


22 A. I am saying exactly that. 

23 Q. And was it in fact profitable? 

24 A. It was unprofitable; we were losing 
25|| money. 

26 Q. Your concern, I take it, then was to 


27 judge whether a given method of operating the 


28|| business would return a profit; is that correct? 





29 A, That is correct, and I might say there 


30/1 is another dimension to that. By that time I had 
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gotten to know Mr Morgan rather well, and I certainly 
felt it was a breach of -- well, regardless of what 
your yardsticks for loyalty are, if somebody - he 
may be going to be taking an interest in the company 
if he is in back of the firm, and if you have the 
responsibility for management you know you are eating 
ad his principal and he is not going to get his money. 
I could not be very comfortable in that situation. 

Q. What did Mr Tramiel assert as to 
whether or not the proposed method of dealing would be 
profitable? 

A, Well, I don't really recall when the 
first conversation took place, but Mr Tramiel had 
some idea in mind that as this sales volume grew, 
as it expanded, as he was successful in negotiating 
contracts for the purchase of new equipment -- he 
had gone to Japan while he® was With the firm, I don't 
know wwhether anything ever came of that -- that with 
all of these new lines, plus the outlets such as 


Macys and Sears and other outlets we had, perhaps 


he had in mind that this was some type of organizational 


expense, and that eventually a large well-financed 

company would come out of this which would do very 

well. I believe that was the explanation which he 

had offered, and he repeated a number of times that 

the stock would be offered to the public and it would 

be another major company in the United Stabes again. 
Q. What did he say about the desirability 


of selling stock? 
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A. He was very eager to do that, He 
mentioned that quite a number of times, and was moving 
in. that. directions 

Q. If the profit did not bulk large in 
his judgment of how the business should be operated 
at that stage, what would you say he was interested 
in? Was he interested in volume? 

A, Oh yes, yes indeed. 

Q, | Who negotiated the contract in 
Czechoslovakia again? 

A, Jack Tramiel. 

QO. And who negotiated the contract with 
the Quick Adding Machine? 

A. Jack Tramiel, 

Q. Can you assist us at all from your 
experience in this business as to whether the prices 
at which the equipment was invoiced to your compantes 
were realistic? 

A, I didn't feel they were excessive. 
Q. What were you paying for the 


Quick Adding Machine, for example? 


A, The first shipment I believe was $45, 
Q. Did that change thereafter? 

A. I think it went down later on, yes. 
Q. Were you interested primarily in 


operating the company so that a share issue could 
ultimately be made? 

A, No. 

Q. Was there ever any direct discussion 


between you on the very point that you and Mr Tramiel 
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A. Yes . Whenever this business of a 
stock issue would come up, my response invariably 
was: let us do first things first, let us get 
this business making a profit. I will worry about 
that. If you want to worry about stock issues, 
okay, go ahead, but I would like to see this thing 
on its own feet and making money. 

Q. Did Mr Tramiel express agreement 
with you that you ought to be primarily concerned 


with selling typewriters? 


A. He would repeat on many occasions - 
he said: "George, you are a nice fellow but you are 
no businessman", That was his general attitude. 

Q. Did he say that he also was interested 


in selling typewriters? 

A. No...He used to say: "You are 
interested in selling typewriters, George; Il am 
interested in selling stock," 

Q. Yes. Did you have any discussions 
with Mr Morgan from time to time about the 
differences between yourself and Mr Tramiel ? 

A. Well, I don't recall the date, but 
there was. to be a board meeting, I bejieve, of 
Commodore Portable up here in Canada, and the 
purpose of the meeting was to introduce me to the 
shareholders of Commodore Portable. At that 
particular time Mr Tramiel pressed Mr Morgan about a 
stock issue, Me Morgan said that he was thinking 
about it, and that possibly or probably something 


could be worked out. To be very honest with you, 
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I was uninterested in it, I didn't even 

really pay attention to the business of a stock 
issue, I was so preoccupied. This was shortly 
after the June incident of the $9,000 expenditure, 
and I came up to Toronto, as the saying goes with 
blood in my eye, to have a confrontation with Mr 
Morgan and Jack about: what are we going to do 
about the operation of the company in New York? 

We sat down at a table; there were three other 


sentlemen, possibly more, present at the time, 


Q. Do you recall who they were? 

A, I remember a name, Mr King, 

q, Yes. Mr Medland? 

A, Possibly. 

Q. Or Mr Wagman? 

A. Well, Mr’ Wagman was always around 
there, He was present there at the time. Harry 


Wagman, that is? 
Q. Yes, 
A, Yes. He was the accountant, Mr 
Wagman, I didn't know that he was a shareholder, 
Q. Mr Morgan was there, of course, and 


was Mr Tramiel also there? 


A. Yes. 

Q. And Mr Kapp? 

Bie res. 

Q,. And what happened? 

A. There was just a very brief 


presentation of the New York operation and "This is 


Mr Pirvin" and so on, and then Mr Morgan stood up 
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and said: "Let's get in a round of golf" and they 
all flew out the dopr, and I didn't have a chance to 
talk to anyone, I went to Mr Wagman and he said 
"You seem to be very troubled, George", and I said 
"T am troubled", and I told Wagman all of the 
things that were on my mind. Wagman suggested if 
I had anything on my mind that this would hardly 
be the place to have discussed what I might have 

on my mind, and nothing was actually resolved at 
that meeting. Tleft as dissatisfied as I arrived, 
and made up my mind that I would wait for Mr Morgan 
to come to New York and discuss matters with him 
personally. 

Q. Had Mr Morgan or any of the others 
a: had prior notice of your desire to raise these 
issues on the occasion of your visit to Toronto? 

A. No, not at that time, but by this 
time Jack and I were arguing, we were in disagreement. 
It became somewhat bitter, when he had gone to 
Czechoslovakia with a young fellow named Stanley 
Blaustein, who had formerly worked for Remington Rand, 
and they had been in Europe together and when they 
came back Jack said he wanted to hire Stanley as 
Sales Manager for the Adding Machine Division - to 
set up an adding machine division. I spoke to a 
number of my friends at Remington Rand, and they 
assured me that this young man had very little to 
offer, he had no capacity whatever, and I refused 
to hire him at $150 or $175 a week, whatever it was. 


I said I didn't want to hire him, and Jack sort of 
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took me aside and tried to "sell" me on the idea, 

but I was most adamant on this and refused to do it. 
So from that point the breach became a little 

wider, and it was then that I pretty well decided 

that I would like to get out of the situation 
completely. One matter which upset me a great 

deal was the book-keeper brought me a cheque one 

day in blank and asked me to sign 1b eapine that 

in case I was out of town and they needed my 

sienature — and I would sign cheques together -- 
they would have it. I refused to sign any cheques in 
blank, and just the idea of the thing upset me 

quite a bit. I knew Aaron Raschbaum had not come 


on his own accord to ask meto sign a cheque in blank, 


Q. Is that spelled R-a-s-c-h-b-a-u-m? 
A, yes, 

Q. Yes? 

A. And then one fine day a cheque 


was put in front of me to sign for Income Tax. I 
don't recall the exact amount, but it was in three 
figures. The figure of around $3000 or $3500 

comes back to me, but I couldn't be sure that that 
was the amount. I demanded to know "How come we 

are paying Income Tax when we are losing money" 

and the conversations _— that this is the way it 
worked out, and I took the physical inventory myself, 


and that if you add it up it comes out that way. 


Q. With whom did you have this 
conversation? 
A. With jack. 
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QO. Tramiel? 

Rig Yes, 

Q. yes? 

A, And I went into the office and took out 


the physical inventory sheets, yellow sheets, pages 
and pages and pages of them, and some of the figures 


that I had put in were changed to higher figures. 


Q. How was this done? 

A. I beg your pardon? 

Q. Was it done by adding a zero, or what? 
A. No. You could see my numbers where 


I had taken these sheets and valued the items one 
by one, and then you could see -- I did a¢rin pencil, 
and it was erased and another figure was put in. 

Q. Approximately what amount? 

A. Well, I was speaking of specific 
items. One item in particular was the 
Remington electric typewriter which, as regards that 
particular model, had certain mechanical defects 
which made the sale very difficult. Nevertheless 
the allowance for the machine --- do you understand 
what I mean by "allowance"? 

Qs No. 

A. That is what the manufacturer will pay 
in trade if you buy a new one from hin. 

Qs Yes? 

Ay So the manufacturer's allowance is 
sometimes lower, is sometimes higher and is 
sometimes about the same as the wholesale market 


value. The factors of supply and demand operate 
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here, but not in cases where you have a defect, 
where the machine is not saleable; but the 
manufacturer, Remington, could not very well say 
"Our machine is no good so we will not give you 
anything back for it when you take it in trade", 
Do I~ make myself clear? 

Q. Yes. 

A, There were quite a number of those 
machines and I had to value them. I think I put 
them in for $15 apiece when the allowance was 
possibly $100, or in the case of a high serial 
number it could have been even higher; but on the 
basis of cost or — whichever is lower, to have 
put them in at any higher figure than that, I felt 
would have been fooling ourselves. Being in the 
used machine business for so many years, it has always 
been the policy of people in the used machine 
business to value inventory low; it is almost 
a reserve that you set up there for such things as new 
models obsoleting other items. It is a kind of 
junk business when you get right down to it, and when 
I saw the figures changed I was much upset on that. 

Q. You had valued them at $15 each, 


To what amount were. they changed, do you recall? 


A. I think it was over $100. 

Q, How many machines? 

A. A. couple. of sheets of them, 

OQ, Is this a hundred or more? 

A, Wes, I would say about a hundred 


machines. I don't recall offhand. Actually at 
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the time I didn't sit down to see what the difference 
in value was, I didn't care any more - just the 
whole idea of my valuing an inventory and then having 
it changed and not being told about it, just 

further confirmed the idea in my own mirid that I 


wanted to get out. 


Q. Did you call this change to Mr Tramiel! 
attention? 

A. yee, I did, 

QO. What did he say? 

A, He said: "ook at the allowance, 


George", and then I began to scream to Mr Morgan. 

T mean, this was no roundabout matter. I just 
directly, in front of Jack, told Mr Morgan that if 

T have any responsibility, in his mind, for him to 
get back his money, I want him to sit down and let us 
untangle this thing and see what is what. "The 

firm is definitely losing money, and I don't want to 
be the President of a company that is losing money", 
were my actual words. 

Q. What did Mr Morgan say? 

A. I am hesitating because I had many 
conversations with Mr Morgah about this particular 
situation, The conversation which stands out in 
my mind i8 a conversation I had with him when I 
took him back to the Hotel Park Sheraton and put 
it on the basis that I would defer to his judgment 
on this thing, and is therecahything wrong with my 
thinking, am I looking at this thing upside down, 


and so on, He said to me at that time that he 
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much appreciated my keeping him advised on all of 





2 these matters, and I agreed at the time to send him 


3 monthly reports of how the operations were progressing, 
4 and he said: "George, Jack Tramiel has a way of 
5 going into places where angels fear to tread and coming 


—_ t— — = 


6 home with the bacon", 





7 Q. Yes? 
8 A, Now I don't know what inference 
9 another person would draw from that, and perhaps I was 


10 incorrect in the inferenee which I drew, but the 





11 inference I drew was that perhaps I am worrying 
12 myself about minor details and there are other 
13 aspects or other considerations which I do not have 


14 knowledge of which will more than make up for 

15 these things which Were so upsetting me at the time. 
16 Needless to say, if a man is lending you money 

17 and you are perfectly open and frank with him in 

18 telling him what is happening to his money, and he 
19 does not seem to be that perturbed about it, well 


20 I felt I had done my duty in informing him about it, 





21 and let it go at that, but I still wanted out. I 


22 would not go along with Mr Morgan's idea just to let 





23 matters go along, and I wanted to remove myself from 
24 the company in as painless a way as possible. 

25 Q. You said earlier that after 

26 attending the directors meeting in Toronto when you 

27 did not have an opportunity to express your concern, 
28 you decided that you would see Mr Morgan when he was 
29 next in New York? 

30 A, yes. 
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Q. Was that on a different occasion 





or was this the same occasion that you have just now 
3 described? 

4 A, Oh, that was a different occasion. 

3 We were in the office and I was raising the deuce 

6 about the relationship between costs and sales and 


7 so forth. 

























8 Q. What was Mr Morgan's reply to your 
9 observations? 

10 A, That he thinks it is very very bad 
11 in 2 business when the management -- when there is 
12 friction in the management, and that this situation 


13 worries him; that we are both good people and 
14 it was almost like he took the position of a sort of 
15 mediator"calm down boys, don“t fight now, everything 


16 will be all right." 





17 Q, Did he take any action on the matter? 
18 A, No, he took no action to correct the 
19 matter at all. He didn't say to Jazk "Don't spend 
20 so much money", He didn't in any way attempt to 

21 influence company policy at that particular time. 

22 Q, You said that you drew the inference 
23 from his remark about Mr Tramiel being able to go 

24 in where angels fear to tread and bring home the 

25 bacon, that there might be aspects about the business 


with which you were not familiar. What sort of 






thing did you have in mind? 






A, Well, I know there were mahy, many 






involvements which I was not privy to; conversations 






always were taking place about radios, which was 
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something before my time, and I understood was a 


financial failure, and then they talked about a 
factory in Jamaica that was already built, and that 
they were going to start assembling machines down 
there and the costs would drop by fantastic amounts, 
and that under certain arrangements having to do with 
Duty or something, a great benefit would accrue to 
Commodore Portable from that. Jack often talked 
about new products that he was on the verge of getting 
which would revolutionize the office machine industry, 
so I knew there were many, many other aspects involved 
there. 

Q. I show you the Minute Book of Commodore 
Portable Typewriters, in which is found annexed to 
the Minutes of a meeting which was held in April 1961, 
the 18th April, two contracts bearing date the 18th 
April, one said to be made between yourself and 
Commodore Portable Typewriter Company signed by 
yourself, and by Mr Tramiel on behalf of Commodore 
Portable Typewriter Company? 

A, Yes, 

Q. Stopping there, is that a contract 
which you signed? 

A. Yes, it is. 

Q. The contract must speak for itself, 
but in essense it appears to provide that whereas 
you own 50% of the capital stock of Harald Superior 
and 50% of the capital stock of Commodore Business 
Machines Incorporated, and you owe to Commodore 


Portable Typewriters $25,000, you will sell your 
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50% interest in those two subsidiaries to Commodore 
Portable Typewriters, and Commodore Portable 
Typewriters will pay for that interest by issuing to 
you 200 fully paid and non-assessable common shares 
of the capital stock of Commedore, which was then 
comprising 50% of the total issued and outstanding 
common shares, and the agreement goes on then to 
provide that you will pledge your shares as security 


for the repayment of the $25,000 debt. 


Ag yes. 
Q. Is that essentially the agreement? 
A, Well no, not exactly. I mean, this 


agreement was signed, but the understandings that I 
had had were that in return for surrendering my 

50% in the American companies I would receive 25% of 
the whole operation, which included Commodore Portable 
and all its ramifications and things that it owned. 


IT was to get 254. 


Q. Not 50% ? 
A, Not 504. 
Q. With whom were the discussions had 


leading to this arrangement that you were to get 
25% of Commodore Portable Typewriters in return for 
giving up 50% of the shares of the two subsidiaries? 

A, Mr Tramiel, 

Q. On how mahy occasions did you meet 
him about this? 

A. Well, this all transpired having to 
do with the proposed stock issue, that we could not 


have a public stock issue with companies fractured in 
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this fashion, and that the way to do it was tO 
combine the whole thing into one operation, and 

that I was getting very fair value at 25% because I 
was getting the Canadian operation and all the other 
operations, Now specifically which conversation 

or how many times I could not say, but that was my 


understanding that I arrived at with Mr Tramiel. 


ae Yes. Then where did you sign that 
document? 

A. In Mr Oremland's office. 

Q. Me Benjamin Oremland? 

Ri. Yes. 


He is a lawyer in New York? 

A. He was the company attorney, yes. 

He was selected I think by Mr Morgan - he was Mr 
Morgan's New York attorney - to handle all the legal 
affairs of the company. 

Q. Who was present on the day that you 
signed that document? 

A. Myself and Jack Tramiel. I don't 
recall anybody else being present though there may 
have been. 

Q, Can you recalj whether or not Mr 
Morgan was present on that day? 

A. No, I don't recall his being present 


at that meeting. 


Q 


ve 


Now that contract, as you see, provides 
for the issuance to you, notof 25% of Commodore 
Portable Typewriters, but of 50%. What is the 


explanation, or what further arrangement was 
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entered into? 
A, Well, this was entered into 


Simultaneously with another agreement in which I 











4 surrendered stock to Mr Morgan. 
5 Q. Yes, I show you a second agreement 
6 also dated the 18th April 1961, made between yourself, 
7 Commodore Portable Typewriters and Mr Morgan, which 
°| is essentially an agreement whereby you pledge the 
9 200 shares with Mr Morgan as collateral for the 
10 repayment of the $25,000? | 
11 A, Yes, 
12 Q, Is that a contract signed by you? 
13| A. That is correct. | 
| 14 Q, Then I show you in the smme Minute 
15 Book still a third agreement, also bearing dater 
16 the 18th April, 1961, made between yourself and 
17 Me Morgan, whereby you assign and transfer to Mr 
18 Morgan for the sum of $1.00, 100 shares? | 
19 A. Yes, | 
20 Q, Which would leave you with a net of 
21 25%, is that correct? 
22 A. That is correct. 
23 Q, What explanation was offered as to 
24 why this particular method of dealing with the 
25 matter was adopted? 
26 A. Frankly, I don't recall any 
27 specific explanation as to the mechanics of it, 
28 I knew I was to get 254, and I suppose -- I know 
29 I walked out of Mr Oremland's office in fact with 
30 the 25%, but the arrangements as to how the thing 
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was done, I don't know, Mer Oremland made them up, 
and at the time it didn't seem to matter to me if 1 
got mys 25% exactly how they worked it out so that 
kreot at. The rationale for Mr Morgan having an 
interest in the company was that, with his 
connections and his position in the financial 
community, to have him an owner and interested 
member of the firm could be, or would be very 
desirable; also, since Jack had to share his 
interest with -=-- I knew about Manny Kapp, I cannot 
say as I knew ee other associates he had -- 
that this was equitable from that point of view as 
well. To be very frank with you, at that particular 
time when these contracts were entered into the only 
aspect of this whole business that I knew about was 
the New York operation, which was losing money; 
and if these people had a way are a losing 
preposition could turn into a money-making proposition, 
I would very much rather have had 25% in a money- 
making proposition than 50% of what I had had, 
which looked to me like a net 10He. 

om In any event, you were getting 25% 
of the parent, which was going to own the companies 
in which you had had a 50% interest? 

A. Yes, and LZ also felt that now Mr 
Morgan could not and would not switch hats so often; 
he would have to keep on his hat as an owner of the 
company. 

Q. When you say that the rationale 


of having Mr Morgan with an interest in the company 
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was that he would be available to support it and 
would take an interest in it, do you mean that that 
aspect was discusseduin connection with this 
transfer of this 100 shares? 

A. Yes, that is correct, 

Q. Then your discussion with Mr Tramiel, 
I take it, was to the effect that you would dispose 

of your 50% interest in the subsidiaries in return 
for a 25% interest in the parent; is that correct? 

AY, mat is correct. 

Q. And that Mr Morgan would receive a 
25% interest in the parent as well? 

A, That is correct’, 

QO. So did you ever have more than a 
25% amterest in the parent? 

A. For the few seconds it took between 
signttng document A and Gocument B, yes, but after 
those few seconds were over, no. 

Q. Prior to you signing those documents 
was the understanding that the transaction was to be 
completed so that you would have a 25% interest and 
not more? 

A. Exactly so, pes. 
Q. Then as appears by the letter of the 


9th October 1961, to which I referred earlier, I 


take it that subsequently you gave up your 25% interest 


in return for cancellation of your debt? 
Ae Yes, 
Q. What relationship did you have with Mr 


Kapp? What role did he play? 
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A. A very passive one throughout. Mr 
Tramiel invariably spoke for Mr Kapp, except if you 
want me to go into the incident when Mr Tramiel 
tried to get rid of Mr Kapp? | 

Q. Yes, anything at all that throws any 
light on the relationship between these parties. 

A, Well, at one point, I think it is 
significant in that it made me very uneasy at the 
time, because I thought they were such good friends 
and. had sort of grown up together. One day Jack 
astonished me by announcing that he felt that Kapp 
was of no value to the company and he would like to 
g@t rid of him. We were in Toronto, and he got 
Manny Kapp in the office and let him have it in such 
4 --- he made such a vicious attack on him, and 


pretty well demanded that Kapp resign or leave the 


company. 

(), What was his complaint as expressed 
to Mr Kapp? 

A. That he wasn't running the Canadian 


operation properly, and bringing up many little 

items of administration and management which sounded 
to me more like excuses than important matters. 

We all went to Mr Morgan's office and again Mr Morgan 
played his role of mediator and peacemaker, and it 
didn't develop asJack had wanted it to. But it 
bothered me because there are certain assumptions 

you make as to relationships when you see something 
like that happen, and you are closely associated 


with a person. I mean, I did not think he was 
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capable of --- I knew he was capable of dealing in 
that fashion with strangers or business associates, 
but I saw or felt I saw a different relationship 
between himself and Manny Kapp than that, and it put 
me off a bit. 

Q. What was Mr Kapp's reaction? 

A, Well, he was stunned, He was white- 
faced. I really felt sorry for him that day, my 
goodness, 

Q, What did Mr Tramiéi want him to do? 

A. Get out. He told him he isn!t 


competent to be an executive.of a company, and to get 


some other job some place, that sort of thing. 


OQ. T take it Mr Tramiel's manner was 
heated? 

A. Very aggressive, rather crude, 

Q. Is there anything else that would 


throw any light on the relationship between these 
persons or between yourself.and any of them? 

A. Well, just the attempt I made to 
resolve matters for myself. T had a number of 
discussions with Me Jack Button of Shipman Ward 
Typewriter Company, and it wasn't only getting out 
that interested me; I wanted to get out where 
personal endorsements of my father and Mr Morgan's 
interests would be protected in the best way that 
they could, so I spoke quite frankly to Jack Button 
about the situation, and I proposed an arrangement to 
him similar to the arrangement that I had originally 


made with the Commodore people, in which Shipman Ward 


page generously brought to you by Robert Quenet 








e 


e 





e 


30 


Thig 








George Purvin 39 


would take over the leased departments and the 
used machine part of the business, the assets 
and liabilities again being on a consignment basis. 
I would operate the leased departments, we would 
liquidate the inventory, and whatever the loss 
was, Mr Morgan and my father could share it. 
Q. yes? 
A. I proposedthat first to Jack Tramiel. 
I told him what I had in mind, He was very calm, 
very Quiet, and said he thougyt that there might be 
some merit in it, and I was much relieved that he had 
that view, Then I spoke to Mr Morgan and told him 
what I had in mind, and he seemed to be in agreement, 
he seemed to be on my side in this thing. Under 
the impression that I had the agreement of everybody, 
I proceeded further with Jack Button attempting to 
finalize an agreement of that sort, and then Jack 


took an opposing view; he said he felt it was wrong. 


Q, This is Tramiel? 

A, yes, Jack Tramiel. 

Q. Yes? 

A, That he felt it was wrong to even 


talk about liquidating a company with outside people, 
and at that point I was not paying any attention to 
Jack, we were scarcely talking -- Jack Tramiel that is 
-- and I really thought that Mr Morgan was in agreement 
with me on this as I explained it to Mr Morgan. He 
seemed to agree that if we kept on in this manner 

it would only get worse and worse, and he would lose 


more and mor e of his money. I didn't see 
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anything happening in terms of stock issues or as 
a result of these agreements any change in matters. 
The months were passing and that he would be better off 
to get rid of the overhead and expense of these 
operations today, have them assumed by Shipman Ward, 
liquidate whatever could be liquidated, and what he 
lost, he’ lost. And that he would get together 
with my father and work out some arrangement as to 
who takes how much loss, and what. We were to meet 
in Toronto on a Sunday at four o'clock. When I 
arrived at four o'clock at Mr Morgan's home, Mr 
Tramiel was there, and I think he had been there for 
some period of time. 

Q. Yes? 

A, I detected immediately that there 
had been a change in Mr Morgan's thinking. He 
first deked me: couldn't I get Jack Button to buy 
the whole thing outright for cash, and I said I not 
only didn't think I could get it, but I wouldn't 
even prppose it to him. When he showed me to the 
door he said: "Come on now, you talk to Jack Button 
and you see what you can do", IT mean, he just 
hustled me out. I came back, and Jack Tramiel 4 
couple of days aft@®r that said I was no longer a 
member of the firm, that I had been kicked out of the 
company, and that my salary was to stop,as or the 
end of that week . I called Ben Oremland and I 
said: "Now I want to know what is the procedure 
here before anybody kicks anybody out of any firm", 


He said: "Well, normally there has to be some form 
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of meeting" and so on. Jack Button agreed to meet 
with me and Mr Morgan and Mr Tramiel in New York. 

We met ab the Hotel Park Sheraton, and Morgan was 
silent and Jack said that he would prepare an 
agreement in which I would turn everything over to 
them, they would cancel my $25,000 note and I would 
agree not to go near Macy's or attempt to negotiate 
any leased department deal, that I would just agree 

to do that, I told Tramiel I would not sign any 
such agreement, that as far as I was concerned the 
minute I left here it was my intention to continue 

the leased department operation, Jack indicated 

that he would then, of course, sue for the $25,000, 
amd I was very angry at the time and I made some 
statement that if he would like to have some litigation 
then let us go ahead and "you can have some litigation. 
Then Morgan intervened and Jack Button intervened, 

and Jack turned to me and said -- Jack Button turned 
to me and said that he would want me as sales manager 
Of Shipman Ward anyway, that was without the leases, 
and we entered into an agreement that I would get back 
my note and I would agree not to go near any of the 
leased departments for a period of -- I forget now, 

I think it was a year. 

Q. Was it thirty days? 

A. Well, for thirty days I wasn't to go 
anywhere near the stores, but I believe there was 
something in there for a year, or something, T wasn't 
allowed to re-negotiate any kind of agreement with 


them. We terminated our relationship on that basis. 
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Q, Yes. Did Commodore Business MachineS 


ultimately continue the business of taking the 





leased premises from Macy's and the other stores? 








Ae A, Yes, and to the best of my knowledge 
5 to this day they still operate. 
6 Q. Mr Purvin, Mr Tramiel gave evidence 
7 before the Royal Commission on Atlantic Acceptance, 
8 and to clarify one matter I would like to read to you 
9 a question and answer at page 11,410. ‘The question is: 
o ®@ 10 "Q. Now, Mr Tramiel, you told us that you 
11 " were associated, to some extent at least, 
12 " with the negotiations with Mr Purvin for 
13 " the purchase of his interest. Are you 
14 " saying that although Mr Purvin entered 
15 " into this transaction with Mr Morgan on the 
16 " very day that he got the 200 shares that you 
17 " did not know that any such step was 
18 " contemplated? 
19 "\. This is what I am saying, Mr Shepherd, 
20 " at all times in the negotiations with Mr 
21 " Morgan and with some other pepple Mr Morgan 
22 " had a way once in a while, you know, to take 
23 " the people aside which I always felt, you know, 
24 " he wants security how good the business is 
25 " and so on, what exactly he said I don't know, 
26 " fThad faith in the man and I wouldn't 
27 " question it. IT did not know about this 
28 " separate transaction with Mr Purvin." 
29 Now taking it from me that the separate 
30 transaction to which this evidence relates is the 
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conveyance back of 100 of the 200 shares, can you 

say whether Mr Morgan did take you aside out of Mr 
Tramiel's range of hearing to arrange this conveyance 
pack of the 100 shares? 

A, That is not so, I never made any 
arrangement with Mr Morgan to which Jack Tramiel 
wasn't not only a party but had actually initiated 
himself. 

Q. And in connection with the 
negotiations whereby you were giving up your 50% 
interest in the subsidiaries for 25% of the parent, 
with whom did you have those negotiations? 

A. Those negotiations were with Jack 
Tramiel, 

Q. I take it then you say that he was 
aware, prior to this arrangement being entered into, 
that although 200 shares were being issued to you, 
when all the contracts had been signed, the net 
number of shares given to you was 254? 

A, Well, he was not only aware of it, he 
explained to me the equity of the deal, and that 
that is the way the thing was fair to do it in that 
fashion. 

Q. Yes, Is there anything else? 

A, Nothing more specifically that I 
ean think of. 

MR SHEPHERD: Thank you very much indeed, 


T have nothing more, There is nothing more . 


you want? 
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1 MR ANGUS:: Nothing more, 
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15 Chartered Shor orter. 
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